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G.J.E-Mails2016.Vol.1.002314

From: Powell, Allyn <ahpowell @regstaff.sc.gov>

Sent: Wednesday, March 2, 2016 10:22 AM

To: James, Anthony

Cc: Gary Jones; Soult, Gene

Subjedt:; Final Presentation

Attachments: Presentation to Electric Cooperatives of SC 2016-03-03 FINAL.pdf;

Presemtation to Electric Cooperatives of SC 2016-03-03 FINAL.pptx

Attached is Gary's final presentation with edits from this morning. My only comment is that
1 would still consider changing the title to include the words "Independent Assessment on
Behalf of the South Carolina Office of Regulatory Staff’, but that's up to you and Dukes,

Please let me know if there is anywhere else | need to send it.

Thanks!
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Status of the V. C. Summer
Units 2 & 3 Nuclear Power Plants

Presentiation to the Hiectric Cooperatives of South Carolina
Gary C. Jones, President of Jones Partners, Lid.
March 3, 2016



Brief CV of Gary C. Jones gg |

» 45+ years in the nuclear power industry

» 32 years with Samgent & Lundy (S&L) in Chicaga, Illinois

» 16 years as an Owner/Senior Vice President of S&L

» 2 V2 years with the International Atomic Emergy Agency (IAEA) in Vienna, Austria

» Led the design and engineering on 3 major nuclear power plants

» LaSalle County (Commonwealth Ediison)
» Marble Hill (Public Service Indiana)

» Braidwood (Commonwealth Ediison)

» Provided engineering, design and consulting services to over 50 nuclear power plants
in the United States

» Professional project experience in Armenia, Canada, China, El Salvador, Finland,
Hungary, Mexico, South Korea and Ukraine as well as throughout the United States

» Retained by South Carolina Office of Reguilettory Staff (ORS) since August 2011
» Registered Professional Emgineer in Missouri and South Carolina
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A Very G O O d I d e a in 2 0 08 G.J.E-Mails. 2016 Vol1.002317 g Q

Why?

» Updated NRC regulatory environment under 10 CFR 52, which allows for
a combined license to both construct and operate a plant

» Modular Construction

» Certified Design

» Success in Asia

» Base Load Review Act (BLRA) in South Carolina

» Source of non-GHG emitting and diverse power

v

Emgineering, Procurement and Construction (EPC) Contract

IRy
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EXP e ri e n C e S in C e 2 O O 8 G.J.E-Mails. 2016.Vol 1002318 g Q

Regulatory environment not as good as hoped

i

Combined Construction and Operating License (COL) was delayed
» 9 months until March 3@, 2012

» ‘Build what you license vs. license what you build"
» Very strict literal compliance via NRC oversight

» License Amendment Requests (LARSs)

» First plants through the Inspection/ Tests, Analyses and Acceptance
Cniteria (ITAAC) process

» Not as much credit for previous experience in China as hoped

» Impact of changes from Fukushima accident

TR
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Exp eri en C e Sin C e 2 O 08 G.J.E-Mails 2016 Vol11 002319 g d-

Modular Construction

» Faibricators unable to reliably meet schedule and quality requirements
» Continuing design changes
» Inadequate constructability reviews

» Rezssigmment and de-scoping of fabricators

Certified Design

» Not as complete as anticipated
» Lessons learned at Chinese and sister plants
» Compliance issues with codes, standards and commitments

» SCE&G requested changes

R T
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EXP e rience S in Ce 2 O O 8 G.J.E-Mails.2016.Vol.1.002320 gré y

Asian Schedules Could Not Be Duplicated

» More rigorous regulatory environment

» Construction productivity rates lower than planned

BLRA Remains an Essemtial Element to Success

» Sitable environment ensures project financing

» Independent study shows plant is still a positive

Still a Source of Non-GHG Emitting Power
» More focus on this issue due to EPA 1iilid

» Diversity in power supply remains important

COSTII

NOYHLO31d
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Experience Since 2008 G.J.E-Mails. 2016 Vol.1,002321 ga

EPC Contract

Multiple Changes in Ownership

» Westinghouse/Shaw Stone & Webster
» Westinghouse/CB&I Stone & Webster
» Westinghouse (with Fluwor as a sub-contracted construction manager)

Multiple Amendments
» XCrammge in Law" provision interpretation led to disagreements

Designer vs. Constructor
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Current Status o (3

Most of the following information is taken directly from a December 9, 2015
SCANA presentation at the 2015 Wells Fargo Energy Symposium. Some
information, including the photograph on the first slide, was taken from a
presentation given by SCANA on its February 18, 2015 Fourth Quarter and Full Year
2015 Earnings Conference Call.

These presentations are available from the SCANA website at
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S ite Ove I'Vi ew G.J.E-Mails.2016.Vo0l.1.002323

(Picture from September 2015)
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Status of Major Equipment- -

2009 2010
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2013 2014 2015 2016

Unit3-RCPs

U3 Makaup.Tnks

~Unit 3-Pressurizer

t 3-Steam Generators B e
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Powie For Livins
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"~ Unit 3-Turbine Generator

Unit 3-Sduib Valves

Unit 3-CRDMs
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Unit 3 Nuclear Isiand=iil
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Shield Building/ContainmerntVessel

Structural Modules Shield Building

-

Annular Space Comntainment Vessel
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Unit 2 Shield Building Assembly-
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Shield Building Panel Status ==

Unit 2
» 113/167 panels on-site
» Courses 01 and 02 installed and filled with concrete
» Course 03 installation underway
» 16 courses in total

Unit 3
» 36/167 panels on-site
» None yet installed
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SCE&G’s Settlement with the Consortium

Order #2015-661 - g : L
(Prior EPC) Amended EPC Fixed Price Option
Guaranteed Substantial Unit 2- June 2019 Unit 2 - August 2019
Completion Dates Unit 3 -June 2020 Unit 3- August 2020
(C:gé;aéc:g/o share) $5.247 billion $5.492 billion $6.757 biilon
ot Em'u:':::/’a ok $794 million $813 million $19 million*
Ig:'&":"me ss%e:h:ge“ oK $6.827 billion $7.113 billion $7.601 billion
e $155 million @ 100% $926 million @ 100% $676 million @ 100%
Lipiidatad Damioges $86 million — SCE&G $509 million — SCERG $372 million — SCERG

ity Pesfoomance Gomypkétoon- Capadty Perfermance bonus removed

2G40 1z 8bed - 3-0/€-L10Z # 19%900 - 0SdOS - INd L L:€ 62 J8qWaAoN 81L0Z - A3T1d ATIVOINOYLOT 13

Bonuses Related $550 million @ 100% $300 million @ 100%
$303 millicon- SCE&G $165 millioon- SCE&G
Bxplicitly defineell- Formal written adoption of a new statute,

Change in Law Language Generally defined regulation, requirement, or code or new NRC regulatory

requirement that did not exist as of this amendment
*The Fixed Price Option, regardless of date of acceptance, would fix Project Costs and shift the risk of
- escalation (excluding escalation on owner’s and transmission costs) to Westinghouse as of June 30, 2015.
( STrINNG Total Gross Esscilstion recorded as of 6/30/2015 is $386 million. Umder the Fixed Price Option, Total Gross 18
POwes Fiox EiVhed Escilation remaining on the project is estimated to be appraximately $145 million.



PI'Oi ect Challenges TR O % Q

» Transition Between EPC Contract Haldérs and Canstiruction Management

v

Modules, Modules, Modules!

>

Shield Building Air Inlet Tension Ring and Roof Design

w

Productivity

» Mechanical, Elecivical and Instrumentation & Contrels Installation
Regulatory Compliance

» License Amendment Requests (LARs)

» ITAAC (873/unit required; 19 on U2 and 16 on U3 verified by NRC)

v

» Start-Up

» Operations and Support Staff Readiness

TN
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CondUSionS G.J.E-Mails.2016.Vol.1.002335 g L‘

» Reocent independent study indicates BLRA methodology reduces costs
» Still a diverse and non-GHG source of power

» Project faces significant, but not insurmountable, challenges

» Unit 3 will need substantial improvennent in all areas to meet the date for
federal tax credits

» Progress has been made in the general areas of the site and the turbine island
» Consolidation under Westinghouse is viewed positively by SCE&G

» Addition of Huor should also be positive
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Status of the V. C. Summer
Units 2 & 3 Nuclear Power Plants

Presamitztion to the Hiectric Cooperatives of South Carolina
Gary C. Jones, President of Jones Partners, Ltd.
March 3/ 2016
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Brief CV of Gary C. Jones %d

» 45+ years in the nuclear power industry

» 32 years with Sangent & Lundy (S&L) in Chicaga) lllinois

» 16 years as an Owner/Senior Vice President of S&L

» 2 V2 years with the International Atomic Emergy Agency (IAEA) in Vienna, Austria

» Led the design and engineering on 3 major nuclear power plants

» LaSalle County (Commonwealth Edison)
» Marble Hill (Public Service Indiana)
» Braidwood (Commonwealth Edison)

» Provided engineering, design and consulting services to over 50 nuclear power plants
in the United States

» Professional project experience in Armenia, Canada, China, El Salvador, Finland,
Hungary, Mexico, South Korea and Ukraine as well as throughout the United States

» Retained by South Carolina Office of Reguilatory Stafff (ORS) since August 2011
» Registered Professional Emgineer in Missouri and South Carolina

TRENE TR
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A Very Go O d Id ea in 2 0 08 G.J.E-Mails.2016.Vol.1.002338 g|é

Why?

» Updated NRC regulatory environment under 10 CFR 52, which allows for
a combined license to both construct and operate a plant

Modular Construction

E 4

A 4

Certified Design

w

Success in Asia

Base Load Review Act (BLRA) in South Carolina

v

v

Source of non-GHG emitting and diverse power

5

Emgineering, Procurement and Construction (EPC) Contract

AN
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EXP e rience S ince 2 0 08 G.J.E-Mails.2016. Vai.1 .002339 %'d

Regulatory environment not as good as hoped

v

Combined Construction and Operating License (COL) was delayed

» 9 months until March 30, 2012

» TBuild what you license v&. license what you buildi;
» Very strict literal compliance via NRC oversight

» License Amendment Reqguests (LARS)

» Hirst plants through the Inspection, Tests, Analyses and Acceptance
Criteria (ITAAC) process

» Not as much credit for previous experience in China as hoped

» Impact of changes from Fukushima accident

TR ETTRTI——
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EXP e ri e nce S ince 2 0 08 G.J.E-Mails.2016.Vol .1 .002340 S'é

Modular Construction

» Fatbricators unable to reliably meet schedule and quality requirements
» Continuing design changes
» Inadequate constructability reviews

» Remssigmment and de-scoping of fabricators

Certified Design
» Not as complete as anticipated
» Lessons learned at Chinese and sister plants
» Compliance issues with codes, standards and commitments

» SCERG requested changes

SRR
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Experience Since 2008 T

Asian Schedules Could Not Be Duplicated

» More rigorous regulatory environment

» Construction productivity rates lower than planned

BLRA Remains an Essantial Element to Success

» Stable environment ensures project financing

» Independent study shows plant is still a positive

Still a Source of Non-GHG Emitting Power

» More focus on this issue due to EPA 111d

» Diversity in power supply remains important

RN TNTTTORRE
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Experience Since 2008 W %d

EPC Contract

» Multiple Changes in Ownership

» Westinghouse/Shaw Stone & Webster
» Westinghouse/CB&I Stone & Webster
» Westinghouse (with Fluor as a sub-contracted construction manager)

Multiple Amendments
"Change in Lawl provision interpretation led to disagreements

Designer vs. Constructor
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Current Status gg)

Most of the following information is taken directly from a December 9, 2015
SCANA presentation at the 2015 Wells Fargo Energy Symposium. Some
information/ including the photograph on the first slide, was taken from a
presentation given by SCANA on its Felbruary 18, 2015 Fourth Quarter and Full Year
2015 Eamings Conference Call.

These presentations are available from the SCANA website at
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(Picture from September 2015)

INOHLO31d

\V

Cooling Tower 2 Alpha

Cooling Tower 2 Bravo

=, i

ez Turbine Building %

T« NS

J
D
D
D
w
N
o
=
(@)
N




Status of Major
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MOdu l e g mu S G.J.E-Mails.2016.Vol.1.002348
CA04

INOHL10314
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Unit 2 Nuclear 15| gndcin i

Turbine Building 1
Bay Basemat

Auxiliary Building
Walls

2G40 1€ 9BBd - 3-0/€-210Z #1990 - 9SdOS - INd L L€ 62 JOQWIAAON 8102 - AT 114 ATIVOINOYLOT TS



Unit 3 Nuclear 1§l @ndet:
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Shield Building/ContainmentVessel

Structural Modules Shield Building

Annular Space Containment Vessel
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Unit 2 Shield Building Assenmliir-
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Shield Building Panel Status ===

Unit 2

» 113/167 panels on-site

» Courses 01 and 02 installed and filled with concrete
» Course 03 installation underway

» 16 courses in total

Unit 3

» 36/167 panels on-site
» None yet installed
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SCE&G’s Settlement with the Cohsomtium

Guaranteed Substantial
Completion Dates

Capital Cost
(SCERG 55% share)

Future Escslation to
Westingihouse as 6/30/2015*:

Total Expected Project Cost
(SCERG 55% share)

Licgpidizted Damages

Change in laaw Language

Order #2015-661 ; : :
: Amended EPC Fixed Price Option
(Prior EPC)
Unit 2 - June 2019 Unit 2- August 2019
Unit 3- June 2020 Unit 3— August 2020
$5.247 billion $5.492 billion $6.757 biflion
$794 million $813 mitlion $1% million*
$6.827 billion $7.113 billion $7.601 biltion
$155 million @ 100% $926 million @ 100% $676 million @ 100%
$86 million - SCERG $509 million - SOE&G $372 millioon- SCERG
. Coampletion — Capacity Perfonmance bonus removed
C‘“’ac't;::" e $550 mililon @ 100% $300 million @ 100%
$303 million — SCE&.G $165 million ~ SCE&G
Expliditly defineeld- Formal written adoption of a new statute,
Generally defined regulation, requirement, or code or new NRC regulatory

requirement that did not exist as of this amendment

*The Fixed Price Option; regardless of date of acceptance, would fix Project Casts and shift the risk of
N escalation {excilutiing escalation on owner’s and transmission costs) to Westinghouse as of June 30, 2015.
( SCANY/A. Total Gross Esacalstion recorded as of 6/30/2015 is $386 million. Ukndier the Fixed Price Option, Total Gross i_8

Paowem Fom Livitea

Escalation remaining on the project is estimated to be approximately $145 million.
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PI‘OiECt Challenges iy el 65

» Transition Between EPC Contract Holders and Construction Management
» Moduiles, Modulles, Moduiles!

» Shield Building Air Inlet Tension Ring and Roof Design

» Productivity

» Mechanical, Blectrical and Instrumentation & Controls Installation

» Reguilatory Compliance
» License Amendment Requests (LARs)
» ITAAC (873/unit required; 19 on U2 and 16 on U3 verified by NRC)

» Start-Up

» Operations and Sujpport Staff Readiness

TN T
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Conclusions gd

s 4

Recamt independent study indicates BLRA methodology reduces costs
» Still a diverse and non-GHG source of power

» Project faces significant, but not insurmountable, challenges

» Unit 3 will need substantial improvement in all areas to meet the date for
federal tax credits

» Progress has been made in the general areas of the site and the turbine island
» Consolidation under Westinghouse is viewed positively by SCE&G

» Addition of Fluor should also be positive

N
&
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1401 Main Street
Suite 850
Cotumbia, SC 29201

P RO
C. Dukes Scott _ B AT
Executive Director VRO O3

May 13, 2016

Mr, Kenneth R, Jackson

Senior Vice President

Economic Development, Government and Regulatory Affairs
SCANA Services, Inc.

220 Operztiiom Way

Mail Code D309

Cayce, SC 29033-3701

Dear Mt. Jackson, -

The following provides the ORS' comments and recommendations resulting from the site tour,
meetings with senior site personnel, and document reviews performed at the VC Sunamer Units 2
& 3 construction site:

- 3-0/€-210Z # 19900 - 9SdIS - INd L 1:€ 6¢ J9qWBAON 8102 - A3 114 ATIVOINOY1D3T 13

1. The ORS met with the lead Westinghouse Electric Company (WEC) project scheduling
staff for the first time siince Fluor became involved in the project. This meeting allowed
the ORS to review the current revised integrated project schedule in more detail. The
ORS now has a better understanding of the assumptions and bases of the schedule and the
process of its development over the past few months. We learned that the initial schedule
presented by WEC im August 2015 had arbitrarily held constraints that resulted in an
unrelii@ble and unrealistic depiction of the schedule for the remaining work. SCE&G and
the on-site WECTEC project schedulers have worked to refine and accurately represent
the reevndiming work and the logical ties among the work activities, as well as to reduce
the number of arbitrary constraints. The ORS also obtained a better understanding of the
documentation available to help us understand the schedule, including a more detailed
Project Plait-o/f-the Day package. However, the ORS remains concerned that the schedule
still needs refinement and has not yet received a complete detailed review and revision by
Fluor that includes the resources needed to complete each task. This review will not be
completed until the third quarter of this year. By that time, the ORS is concerned that
additional delays may be identified in the project completion dates, especially on Unit 3.

Z6S Jo Gy ebed

The ORS also met with SCE&G staff who produced documents to support senior
SCANA/SCE&G executives during negotiations with WEC thait culminated in the October 2015
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changes to the Engineering, Procurement, and Construction Contract Agreement (Amendment),
This meeting provided additional insight finto the financial basis of the final seftlement and
allowed ORS to gain a better understanding of the relationship between the project completion
costs presented in the Ainendment and those previously represented. However, costs shown in
the Amendment are the result of a negotiation and do A6t represent A detailed accounting of the
costs associated with each and every remaining project activity. Thus far, no rigji©us and
detailed comparative roll-up of the final costs is available. This presents a challenge a3 ORS
evaluates and assesses the project costs presented in the Amendment.

2. With regard to construction progress on the project:

Positives

a. SCE&G completed the concrete fill within the walls of the Unit 2 CA20 structural
module on April 5. As the first concrete fill of a major structural module on the site,
completion of this item is a significent accomplishment.

b, All 17 submodules on Unit 2 CA03 are now standing upright on the plenum in the
fabrication tent on site, and final welding and outfitting of the module sre \ikiewuay. The
module is on schedule for its placement in the contdfimbment vessal in June.

¢, Newport News Industrial has made good strides in meeting their most recent
schedules for delivery of Shield Building (SB) panels, and the erection of Course 4 of the
SB panels has been completed atthe construction site.

d. Progress has been made an the on-site fabrication of the Unit 3 CA20 module,
subassemblies 1 & 2, in the Module Assembly Building {MAB} that supports a July 2016
placement date. All 72 submodules for this module have been delivered to the site, and
subassemblies 3 & 4 have already besn placed in theUnit 3 Auxiliary Building. - |

€. Progress was evident in the MA®B on the Unit 3 CAGl module. Six submodules
were erected an the plenum in a single week in April, which represents the highest
production yet on this activity.

f.  Unit 3 Containment Vessal (CV) Ring# 1 installation wis completed on April 13.

ORS. SCEG 0947978
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Cancerns

g SCE&G received notification on Apitl 21 from WEC of a quality issue with
Mangiatoiti components already delivered to the site. The issue involves 11 of the 26
sub-suppliers of saftfyredfiited pressure boundary materials and may impact the
secumulator tanks, core maletdp tanks, presswiteess, Passive Réliwst Removal hest
exchangers, flued heads, and guatd yipes. An action plan is due by May 31, and this issue
may bea 10CFR Part 21 reportable infraction, This problem is significant because it may
delay the installatian of accumujator tanks. These tanks were due to be installed in the
next couple of weeks and were 10 be the first major Nuclear Stearn Supply System
| installedmtheﬁ]ﬂﬂt

h. The repaits to Turbine Building Bay 1 relating to an unacceptable: concrete cold
joint have been significantly delayed and are not progressing well. The hydro-lasing
contractor is not meeting his yranissd productivity and may not be able to recover or
improve. SCE&G is purs(ing alternate pathsto resolvethisissue.

i. Progress on the Turbine Bulldings continues to be significantly behind schedule
(up to 6 months late in some easss), pm'narﬂy due to créft labor shortages and diversion
of labor to Nuclear Island work, SCES4G dhugwith Fluor and WECTEG to address
this issue.

j. Continuing comifiégiitty shutfigids have resalted in delays. filor is to assume
greater responsibilities in commadities purchasing and control, and SCE&G hopes to see
improvements 3088

k. Qometruction labor prodlkivity rees amd overall productivity improvements have
not yet significantly increased, although the activity levels have increased. Craft labor
manpower increases will need to occur $96A if there is to be & chmee ofmeamg prqect
completion dates. Process changes in several areas such as welding > |
work-pecikage prephizdiion and Cldssye will also soon fikead to be 111’1plemented to meet
completion schedules,

L Progress in completing the S5:@dliad “Reactor Canttdimment” areas of the Unit 2
Auxiliary Building that support the SB panels has been problematic, primarly due to
design Sitevges and connmodity shafidfes This areaiis very neat critical path and needs
additional focus znd effort.

¢S J0 [y dbed - 3-0.€*210¢ #19%90Q - DSdOS - INd L 1:€ 6¢ JOqWSBAON 810¢ - d3171d ATIVOINOHLO3 13

~m, Mechanical modulie delivery continues to fall behind schedule.  As a result,
SCE&G and WECTEC are considering moving fabrication to the site. While this may
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improve quality and better support construction, it will incresse the demands on craft
labar un site, and may increase project costs.

More activity and project progress were visible ;and apparent doning this site visit; however,
challenges remain and the full benefits of the transition to the new contracting arrangements are
yet to be realized.

C. Dukes Scott

Cc:  Byron W. Hinson, Director

¢S Jo g7 abed
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1401 Main Street
C. Dukes Scott Suite 850
Executive Director OFFICE OF REGULATORY STAFF Columbia, SC 29201

June 30, 2016

Byron W. Hinson, Director
Rates and Regulatory Services
SCANA Services, Inc.

220 Operation Way

M@©ail

Cayce, SC 29033-3701

Dear Byron,
The ORS is currently in a heightened state of concern regarding the construction cost

overruns and schedule delays for\W.C. Sumumsr (VCS) Nuclear Units 2 & 3 (the Units).
Westinghouse and Fluor continue to struggle with craft labor productivity. While a slight

improvement was shown during the first three months of Fluer’s tenure on site, the most recent

two months have trended negatively, with & performance factor now hovering around 2.0. This
score indicates that only about half the work planned is being done for the labor hours expended.
Furthermore, the project has not attained the improved productivity factor of 1.15 thet formed the
basis for the approved schedule and budget in Otder No. 2015-661. Fluor’s efforts to implement
process changes through their Functional Area Assessments and subsequent improvement
recommendétions appear to be & step in the right direction; however, the assessments and the
associated implementation ofi tibé)tified improvements are moving much too slowly. This effort
needs to sccelerate dramatically if the project is to meet its scheduled comipletion dates.

Fluor's recruitment efforts to increase craft labor are not meeting the targets required to
support construction, and the year-end goal of increasing on-site critft labor by 1,000is injeopardy.
Fewer applicants than needed are applying, and rejection rates are higher than expected due to a
number of factors including Ifck of quelifications, failed background checks, and no-shows.
Candidates are also taking other jobs they consider more attractive. In addition, the attrition rate
among existing craft employees is higher than expected. The higher rate is dueto terminations for
continued absentesism, resignations for other employment, and other factors. This shortage of
lebor also places the substantial completion dates in jeopardy.
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Although not yet reflected in the latest project progress reports, concern exists about the
recent upturn in job-related injuries and incidents. In some instances, this trend appears to be the
result of a declining safety culture attitude among the craft workers, dlong with uncertainty
surrounding the new project management structure and the divisions of responsibility. Issues of
this type have the very real possibility of resulting in & work stoppage and need to be immediately
addressed and resolved.

The lack of availability of key commodities continues to plague the project and result in
construction delays. Note that this issue is not tied to major components, as most of these arenow
on-site far ahead of their actual construction need date. The commodities 1n guestion are rebar,
welding rod, standard structural steel, bolting, lubricants, steel plates, Nelson studs, and other
standard constructionm commodities. These shortages ate the result of Westinghouse's “just-in-

.y 1iime" approach to the ordering and deliyery tiffthese commodities. This approach has proved to be
ineffectiveas the components are not availablewhen required. On large constructianprojects, such
conwmodities are routinely stotked in sufficient quantity to ensure they do not delay construction.
Our consultant states that he has never warked on a nuclear project that was delayed by the lack
of availability of Sandard rebar. At VCS, standard rebarunavailability hasresultedin comtructlon
delays of critical path activities.

Other procurement issues, primarily associated with the negotiation of subcontracts and
change orders, are becoming critical. Despite the f8cciihiat ten issues requiting change orders were
identified in Exhibit C of the October 2015 Agreement, SCES:G and Westinghouse have been able
to reach agreement on only @ few of these issues in the intervening eight months. In addition,
delays in the full authorization off several key subcontracts are putting the substantial completion
dates oftthe: project atniisk.

Consistently meeting the consiruction schedule oontmues be aagmﬁcant issue for the
project. This area must improve if any credibility is to be assigned 0 the current substantial
completion dates sind associated mitigation strategies that must be implemented in order to bring
the plant to completion.

Module fabrication and delivery continue to drive the critical paths for the project;
however, the focus is gradually shifting from structutal madiles to mechinical modules and

-sirrictural -steel modules it the Nuclear Island.-in addition, the wansfifJii entas at the Shield
Building to Auxiliary Building rouf and the air inlet/tension ting ai€a8 of the upper Shield Building
are becoming increasingly important. Contracts need to be finalized; and fabrication releases need
to be expeditiousy forthcoming in order to avoid schedule impacts. As it is, because these
contracts have taken so long to be finalized, these items Will be omavery tight schedule with little
margin.

Cancerns about the schedule also extend to the inst8lilstian of components such as piping
erection, cable raceway installation and cable pulling, instrumentation and tubing installation,
HVAC equipment and ductwork installation, and wiring and termination. Historically, these areas
have been the most difficult to complete when constructing nuclear power plants, however, very
little of this effort has been completed on the Units. The modulat constructian methodology may
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prove beneficial in this regard, but that remaili$ to be 8¢, Thetendency toward slow installation
exhibited kS fat isespecially CaReemitig infight of the projeces nability to mestthe AHSdion
schedule to date. Sustaineitfinstallation rates will need to be demonstrated before the ORS has
confidencein the piicidat’s abiliftyto complete these areas in a fimely mantter.
Design changes continue to adversely affect fabrication and construction schedulles;, T
number of design changes appears to be high considating the design completion status that the
ORS understood il the early stages off the prajet Theffactors driving these changes need to be
further investigated, and additional management cantrols need to beestablished with the goal of

reduciugtheﬁequmcyofdwgnd:mgestodulythdaeaimlmdquumed

Operational readinessis also emarpjtiges a Gfjnastt. It is not et et this point whethetthe

required number of aperations stiffwill be veady to perform thermimmi testing and start-up
supascirt! a@ivities. The operationsl readiness schedule 188 not Y&t been Heorporaied. into the
integrated ﬁlojm schedule, so the true impect is not yet known. In addition, questions retmain
regarding the availability of the final Plant Reference Simulator in tine to support operatiiitsining
and preadure completion. festing and operations procedure completion in time to support fuel
load and commercial operation are also a.concern.

In light ofttiese concerns, ORS offers the following obsarvations. SCE&G may benefit
fiem evaluating a contract structure that providees the utility with more active involvement and

cantrol; rather thart assigning all control to Westinghouse through the Option. The addition of

Fluor as a siiboontracted ceriftuidtiion' menager is a good step; however, Westinghouse el retains
all control as'the sole cantractor. Consequently, Westinghouse controls the project budget, the
majarity of project procurement, and makes decisions sbout which methodology to use when
problems arise. This is A6t 8 ideal arrangement. A better anangrrnedit woulkd. include a contract
that emphitsizes partnership.

The process changes identified through Fluor’s Functipnal Area Assessments need to be
acaslerated. If properly implemented, these changes should result in impeved productivity by the
workforce. In addition, the inipaet oftthese changes $hould. be quickly assessed and any-further
improvements must beimplementied, expediticepdy. Thefirst priotity should betbam:plmmam
of the so-called “MinfMax" apprckach to purchasing commaxitiies so that consttaetiid delays are
not caiused by the lack of constructigmn commodlhes which.are readily purcl:ased

The design change process also neadis frther neansgement review :and tontrol. Changes
should be aSsessed as to abdediute need and imipact Qn constructign, and changes not mesting these
tequjrements should not be implemented. SCE&G shyuld be spart of this assessment process.

SCE&G and Wesiigtiiise k' need 16-come to an agreerment on thenﬁlmnepqymat
schedulle soon. All necessary management and executive focus required to accomglish this goal
must be utilized.

Any spproach to this project that totally excludies Westinghouse is unlikely to be successful
fot the projett Westinghouse has key design responsibilities for all ‘safety-velated and almost all
other key systems and components. fo addition, the¥ are the primaty designers for the physical
plentiifhelf; inctuding the stnictural and mechanical modules. Westinghouse must be a part of the
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project if there is to be any hope of successfully completing it. In some areas, amoare experienced
architect/enginesr might provide needed assistance which could be pursued in conjunction with
Westinghouse. However, no successful scenario exists that totally excludes Westingiousss
participation.

In the case of Unit 2, ORS believes that, whilethe date in the filing of August 31, 2019 is
unlikely to be met, it is possible that Unit 2 may still beable to qualify for the Federal Production
Tax Creditsthat expire an December 31, 2020. Howevex, complieiiig Uslt 2 in time to receive the
Federal Production Tax Credits will require improvements to the current construction

methodology.

For Unit 3, ORS has amuch lowa‘ cotifidience level that this Unit can be completed within
the 18 mwnth wiidow. ORB has no.canfidience that Unit 3 can meet the current Federal Production

.Tax Credit deiiilne of Deceniber 31, 2020. This Binding is based on the lack of patfaimance in

multiple areas cited in the preceding section of this letter. In addition, Flour has not complated
their scheshille: assessment and has not prepared a resource loaded integrasted prqent schedule. This
mekes the vahduy of the current schedule highly suspect.

ﬁmely_,

C. Didkes Scott
Executive Director

j
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